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SUBJECT: STATUS OF MEXICAN MILK LOAN REFORMULATION 

1 . IDB HAS FORWARDED TO U.S.G. ITS MEXICAN MILK LOAN 
REFORMULATION PROPOSAL. REFORMULATION SATISFACTORY TO U.S.G. 
EXCEPT FOR ISSUE CONCERNING PROVISION FOR MAXIMIZING 
PARTICIPATION OF SMALL PRODUCERS. WE ARE URGING IDB TO 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 089629 

EXTEND PROPOSED TIME LIMIT DURING WHICH $10 MILLION IN 
CREDITS WOULD BE AVAILABLE FOR SMALL DAIRYMEN. 
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2. WE UNDERSTAND THAT MEXICAN AUTHORITIES ARE NOT READY TO 
ACCEPT SOME OF IDB RECOMMENDATIONS UNDER REFORMULATION 
LOAN. 

3. WITH THESE QUALIFICATIONS IN MIND, HERE IS SUMMARY OF 
IDB PROPOSAL: 

A. PARTICIPATION OF SMALL PRODUCERS: PROVISION IS BEING 

MADE FOR SETTING ASIDE $10.0 MILLION FOR USE OF MILKMEN NOW 
ESTABLISHED IN FEDERAL DISTRICT. WHO HAVE NO MORE THAN 60 
HEAD OF CATTLE. IF THIS AMOUNT IS NOT COMMITTED WITHIN ONE 
YEAR OF FIRST DISBURSEMENT, THE BANK, ON BASIS OF A 
DOCUMENTED REQUEST FROM BORROWER, CAN AUTHORIZE UTILIZATION 

OF FUNDS BY OTHER PARTICIPANTS. IN ADDITION, THERE ARE 
PERCENTAGE LIMITATIONS ON SIZES OF INDIVIDUAL INVESTMENT 
CREDIT SUB-LOANS WHICH ASSIGN 80 PERCENT OF FUNDS TO SUB- 
BORROWERS REQUESTING $400,000 OR LESS. FINALLY, BANK 
MANAGEMENT HAS UNDERTAKEN TO SEE THAT WORKING CAPITAL 
SUB-LOANS, WHICH ARE BEING ENTIRELY FUNDED BY THE MEXICANS, 
ARE AVAILABLE TO SMALL PARTICIPANTS. 

B. HEALTH OBJECTIVES AND ELIMINATION OF CATTLE FROM 

FEDERAL DISTRICT: THERE IS A REQUIREMENT FOR A PLAN, 

INCLUDING FINANCIAL ELEMENTS, TO COMPLETELY ERADICATE 
STABLES IN FEDERAL DISTRICT. PLAN IS TO BE CARRIED OUT 
WITHIN FOUR YEARS OF FIRST DISBURSEMENT. 

C. CULLING OF UNHEALTHY CATTLE: UNITED STATES DEPART- 
MENT OF AGRICULTURE ORIGINALLY ADVISED THAT NONE OF 
CATTLE FROM FEDERAL DISTRICT SHOULD BE INCLUDED IN NEW 
PROJECT. HOWEVER, A PROCEDURE FOR CULLING CATTLE HAS NOW 
BEEN SUGGESTED BY USDA EXPERTS AND ACCEPTED BY BANK 
MANAGEMENT. IN ADDITION, CULLING PROCESS IS TO BE 
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MONITORED BY A CONSULTANT HIRED BY THE BANK AND CONSUL- 
TANT WILL BE IN CONTACT WITH USDA EXPERTS REGARDING 
POINTS OF PROCEDURE. 

D. QUALITY CONTROLS FOR IMPORTATION OF CATTLE: BANK 

IS TO HIRE A CONSULTANT, SPECIALIZED IN HOLSTEIN CATTLE, 

TO INSURE THAT QUALITY STANDARDS ARE MET. U.S. DEPARTMENT 
OF AGRICULTURE HAS SUBMITTED NAMES OF SEVERAL CONSULTANTS 
TO BE INCLUDED IN A LIST FROM WHICH SELECTION WILL BE 
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MADE. 

E. LEVELS OF INTEREST RATES: THE SPREAD OF RATES FOR 

SUB-BORROWERS IS FROM 8 TO 12 PERCENT. BANK MANAGEMENT 
AGREES THAT LOWER-PRICED FUNDS SHOULD BE USED FOR SMALLER 
LOANS. 

F. ELIMINATION OF QUERETARO SUB-PROJECT: THIS PARTICULAR 
SUB-PROJECT WHICH ENVISAGES ESTABLISHMENT OF STABLES FOR 

UNHEALTHY BUT PRODUCTIVE CATTLE IN QUERETARO HAS BEEN 
ELIMINATED FROM PROGRAM. KISSINGER 
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